Internal Revenue Service Depurtment of thy Treasury
Director, Fxerupt Organizations P.0). Box 2508 - TE/GE

Cincinnati, O 4520]

Date: AUG 22 200‘

Employer Identification Number:
“ Person to Contact - I.D. Number:

& “ontact Tclephone Numbery:
SRR R S Phonc
T

Dear Apphean

We kave considered your application for exc

crgaization described it secctton eIy of the (o -

ax as an

Fhae intormation subetted indicatss that sou

FACITNS

Your Articles of I* > ;poration state that the specitic wad p..rany purpeses of your -
organization are “the encoaragement of interest in viation and *he advanc~ment of the
knowledge of members in acronautical and navigational subjects " You. articles further state that

the general purposes sad powers are "o bring to riare people the sevial benefits and pleasures of

Myang and o disseminate information on home-built aircraft

Fhere are approxan llcl)‘n\cmh.‘rs inyour organization You conduct maithly
member meetings i which you kave a guest speaker. or movie, relating to aviation You
conduct a program called the W 2 ouplc 1 mes a vear This progranm s geared to
enhighten children between the ages i 3-8 inthe arca of avizticn You have participated in
public events in which you recruit and educ ate the puolic about yvour part i aviation Yoo
mantain four classes of memberskip.

I Voung membership memben who liay e pad their annuai dues, and s a menl.er or
SPOLNe nl'lhc-

2 Honorary membership any person recommeaded by the Board of Directors an |

approved by the membershp they are not entitled to vote

Associate troducton memrisbip - members are miied o a non-renew b 12

moath penod. thes are not entitled 1o vote 5 hold othice

4 Special membership - members are pontnated and clected annuaily by the Board of
Directors, they are exempt from dues, they cannat vote v hold office. This
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apisext Jed 1o any persea who is financially unable 1o pay ducs.

You provided several copies or vour newslctier, " VIUMMENSSENED " The ncwsleters
discuss the various activities of your organization. The majority of articles in your newsletter
concern the social and recreational activ ives of your organization. These include your monthly
“tly-outs™. trips 10 check on the progress of member's ai~craft construction projects, airplane
trips taken by your members, and potiv:l 5 ard barbecues  The newsletter also Jdiscuswes your
" S prorun which was held twice during G

In respor se to our request ‘or additional informacion you provided a further explanation
of vour activiies. You provided information regardirg the new hangar you plar to construct at
the S nunicipal airport. You state that the Hangar wil! be usad by you orgarization 1o
rducate pilots and the general public about aircraft snd cviation Yoy plan to conduct your
mzgular mectings among your memiiers and the public it the Sangar. You state that the regular
tacetings will inclde 1 video A aplay of safety issues. construction techriques of different
mu.erials, and tee'wn-cal i .rmation of acronautics. You plan to allow members ta usc the
hangar tor their aircr it prolects. You state the general public will - - able to visit the hangar 10
view the ricerail peejects Y ou il also use the Hangar to host the IR o

Lonsubnie ] nesspaper article conceming the lease of the Hangar at the G
QP " he vtiche vour treasurer states that onc hangar wili serve as a clubhouse for your
Brevp and ine wiher hangar will be aevoted to aircrafl storage The article states that plancs
aenblo by meinbers swall it imside the hangar The anticle also states that you plan to put on
proprans fo: the community

The budge: informaten you submitted shows that the ni rity of your income is fre o
member dues, calendar sales and banquct receipts The Maorits 1 vour expenses are devored 1o
member activities

AW

Section SOLCH V) of the Code provides for the exemption stom tederal income tas of
nganizations organized and operated exciusi cly vor charitable 0° other CXCMIPL purposey

Sectior, 1 S01(e X 3)-1(a) of the Income Tax Regulations states that o be tay exempt, an
organization must be both organized and operated exclusively [0; one or more CNCMPL purposes
specitied in section S01(e¢x3) ot the Cede If an organization fails 10 meet either the
organizational test or the operational test, it is not exempt

Section TSOTeen V- Tiek Ty of the regulations prosides that un organihon will be
revarded as “operated exclusively ™ for one or more cxempt putposes only 1t it engages primaniy
“inactivities which accomphish one or more exempt purposes specitied in section SOI(cy3) An

organization wil! not be so regarded if more than an inschstantia! part ol its activities 1s not in
furtherance of an exempt pumpose.
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Section 1.501(c)(3)-1(d)(1)(ii) of the regulations provides that an organization is not
organized and operated exclusively for one or more exempl purpose unless it serves a public
rather than private interest. Thus, to me=t the requirements of this subdivigion, it is necessary for
an organization to establish that it is not organized and operated for the benefit of private
interests such as designated individuals, the creators, sharcholders of the organization or persons
controlled, directly or indirectly, by such private interests.

Section 1.501(c)(3)-1(d)3) of the regulations definssthe term “educational” as relating
to (a) the instructicn or trrining of the individual for the purpose of improving or developing his
cepabilities or (b) ihe instruction of the public on subjects uscful to the individual and beneficial
to the comnifinity.”

Section 1.501(c)(3)-1(dX3Xii) of the regulations provides four examples of educational
orginizations:

Example (1). An organization, such as a primary or secondary school, a college, or a professional
or trade school, which has a regularly scheduled curriculum, a regular faculty, and a regularly
enrolled body of students in attendance at a place where the educational activitigs arc regularly
carricd on.

e g 7 _
Example (2). An organization whose activities consist of presenting public discussion groups,
forums, panels, lectures, or other similar programs. Such programs may be cn radio or

television.

Example (3). An organizatiot: which presents a course of instructior. by means of correspondence
or through the utilization of televicion ar radio.

Example (). Museums, 200s, ple 1z, symphony orchestras, and other similar
organizations

In Better Business Bureau of Washin:on, D.C. v. United Statgs, 326 U.S. 279 (1945).
the Supreme Court interpreted the requirement in section 501(c)(3) that an érganization be
"operated exclusively” by indicating that in order to fail witkin the claimed excmption, an
organization must be devoted to exempt purposes exclusively The presence of a single non-
exempt purpose, if substantial in nature, will destroy the exemption regardless of the number and
importance of truly exempt purposes.

In Syrang Acro Club, [ac., v. Commissic.cr, =3 T.C, 717.1980 U.S. Tax Crt, the Court
held that an aviation club which rented its airplane at low cost to its members and neither
provided aviation instruction nor supervision of its members® flights, was not organized and

operated exclusively for charitable ar educational purposcs. Although the club was available fur
acrial assistance to the Syracuse National Guard, the Court held that the club’s primary purposcs
were recreational.
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Revenue Ruling 66-179, 1966-1 C.B. 139, discusses how a “gardcu <lub™ whose

membership consists primarily of amateurs and hobbyists, qualifies for exemption under section
501(c)(3), 501(c)(4), 501(c)(5) and 501(c)(7) of the Code. The garden club qualifying for
exzmption under section 501(c)(3) is formed for the purposes of instructing the public on
horticulture subjects and stimulating interest in the beautification of the ge sgraphic area. The
organizalion maintains and operates a free library of materials on horticulture 2ad allied subiscts,
instructs the public on correct gardening procedures by means of radio, television, and lec e
programs, holds public flower shows, makes awards to children for achievements in gurds ning,
and encourages roadside beautification projects. The organization qualifies for caemption under

section 501(c)(3) as it has shown that it is organized and operated exclusively for charitable and
educational purposcs. -

Revenue Ruling 67-139, 1967-1 CB 129, describes an organization wnose membership
consists of amateurs and hobbyists interested in geological, mincralogical and lapidary activitics.
The ruling describes the activities of a club that qualifies for exempuon under either section
501(c)3) or S0l(c)(7). The organization that qualifies for exemption under section 501(c)(3)
holds monthly lectur::s at which qualified experts discuss topics pertaining to gems and minerals,
the experts give instruction on lapidary techniques. They also sponsor field trips to collect and
study various kinds of rocks and minerals; they issue a bulletin containiag educational material
pertaining to rock and minerals; they maintain a reference library; they display their members
collections at a local muscum; and they conduct an annual show for the gencral public at vhich
members and nonmembers display their collections. The general public is invited to attend all
club functions and participate in its programs on substantially the sam:z basis as their members.

The ruling holds that this type of organization qualifies for exemption under section
SO1(¢)3) as its lectures, field trips and shows are considered “educational™ under section
501(eX3) of the Code and regulations.

The ruling also describes an organization that qualifies for exemption under section
501(c)(7) of the Code. This club was formed by individuals interested in mineralogy and
lapidary subjects. The organization promotes their application so that greater plcasure may be
derived from these activities and to promote good fellowship among its members. The club
holds monthly social meetings at which the members discuss their hooby and sell, purchase, or
exchange rock and mineral specimens. They issue a bulletin containing news of their member's
social activities and their collections, and the members display their collections at an annual
show ooen to the general public. The ruling holds that this type of club, » .ich is organized and
operated exclusively for pleasure, recreation ard other nonprofitable purposes qualifies for
exemption under section $0i(c)7) of the Code. This is based on the tact the club provides a
mecting place for its members so they can associate with cach other and become more proficient
in their hobbies and that it is operated pri.narily 1o accommodate its members in their
recreational pursuits

ANALYSIS:

All of the preceding Code sections, regulation sections, case law, and Revenue Rulings
described the criteria under which an organization may be exempt under scction 581(c)(3) of the
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Code. The Revenue Rulings describe the differences between an organization qualifying under
section 501(¢)(3), <01(c)(4), 501(c)(5) and 501(c)(7) of the Code.

Our analysis cf your application indicates that although you are conducting educatioual
activitic s with chridren, such as the -'s program, and you plan to open your meetings
and events to the general public, the basic premise of your organization is tha: of social and
recreational activities. The primary activities of your organization are your monthly meetings
and your fly-outs. Your members are banded together through their mutual interests in the
construction of their own airplanes and getting together monthly for fly-outs to local airports.
The Haungar that you plan to construct at the @Bl airport will be used as a hangar where
members can construct and/or store their aircraft. Ycu state you plan 10 encourage the public to
attend your meetings and that you plan to offer educational speakers and vidcos for the benefit of
your members and the public. While these may be considered “educational”, they will not be the
primary purpose of your organization. The primary purpose of the Hangar wil be for members
to meet and Jiscuss their aircraft hobby. Members will be allowed to use the hangar for their
own recreational use a majosity of the ime as opposed tc the limited amount of time in which
you plan to conduct educational activitics.

Your organization can be distinguished from the organization discussed in the above
revenue rulings, in that your primary purpose is not educating the general public. The primary
purpose of your organization is the promotion of the recrcational interests of your members.

Your organization can be compared to the social club exempt under section 501(c)(7) of
the Code, in that you provide a meeting place for your members so they can associate with cach
other and become more proficient in their aircraft hobby.

Your organization can be compared to the organization described in the Syrang Acro
Club in that although you plan to carry on a few educational programs, your primary activity is
the promotion of the recreational flying activities of your members.

In addition, your Articles of Incorporation state that the gencral purposes and powers of
your organization are to “bring to more people the social benefits and pleasures of flying and to
Disseminate information on home-built aircraft. As your articles do not state that you are
organized for charitable, educational, religious, or other exempt purposes, you do not meet the
organizational test of scction 501(c)(3) of the Code.

CONCLUSION:

To be considered for tax exempt status under Code section 501(c)(3), an organization
must be both organized and operated exclusively fer one or more of the purposes specified in

that Code section. Also, its activities must be restricted 10 thos= permitted a section 501(<.3)
organization. Based on the information submitted, it is the position of the Intenal Revenue
Service, that you do not qualify for exemption under section 501(c)(3) of the Code inasmuch as
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you are not organized and operated exclusjve y for any of the specified pusposcs within that
section. el

Contributions to you are not deductible under section 170 of the Code,
You are rcquircd to file chéral income tax returns on Form 1120.

[f you are in agreement with our proposed denial, please sign and return one copy of t! &
enclosed Form 6018, Consent to Proposed Adverse Action.

If you are not in agreement with this proposed delermination, we recommend that you
request a hearing with our office of Regional Director of Appeals. Your request for a hearing
should include a written appeal giving the facts, law, and any other informatica o support your
position as explained in the enclosed Publication 892. You will then be contacted to arrange for
a hearing. The hearing may be held at the office of Regional Director of Appeals, or if you
request, at a mutually convenient District office.

If we do not hear from you within 30 days from the date of this letter, and you do not
protest this proposed determination in a timely manner, it will be considered by the Internal
Revenue Servi.c as a failure to exhaust available administrative remedies and will then become
our final determination. Section 7428(bX2) of the Internal Revenue Code provides in part that,
“A declaratory judgement or decree under this section shall not be issued in any proceeding
unless the Tax Court, the Court of Claims, or the District Court of the United States for the
District of Columbia determines that the organization involved has exhausted administrative
remedies available to it within the Internal Revenue Service.”

If we do not hear from you within the time specified, this will become our final
determination. In that event, appropriate State officials will be notified of this action in
accordance with the provisions of section 6014(c) of the Code.

Sincer.iy yours,
A Y R
Sl 700 A,

Steven T. Miller
Director, Exempt Organizations

Enclosures:
Publication 892
Fecrm 6018
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: - Department of the Treasury - Internal Revenue Service
oo Censent to Pioposed Adverse Action
(Al references are to the Internal Revenue Code)

Da_le of Latest Determination Letter

Wi ¥ A4~

MU

Cate of Proposed Adverse Action Letter
AUG 22 2nn9

| consent to the pr%;;cc»sed adverse acticn relative to the above organization as shown below. |
unuerstand tha’ f tion 7428, Declaratory Judgements Relatnq to Status and Classification of
Oéganlzauonngn under Section 501(c)(3), etc. applies, | have the right to protest the proposed
adverse action.

NATURE OF ADVERSE ACTION

(x] Denial of exemption under section 501(c)(3) of the Internal Revenue Code

( 1 Revocation of exemption, effective.

I 1 Modification of exemption from saction S01(c) ) to section S01(c) ). effective

( ] Classification as a privaty foundation described in section S09%(a), effective

[ ] Classification as an private operating foundation described in sections 509(a) and 4942(j)(3), effective for

( | Classification as an organization described in section 509(a)( ), effactive

( ] Classification as an organization described in section 170(b)(1)AX ). effective

If you agree to the adverse action shown above, pleacs sign and retum this consent. You should
kaap a copy for your records.

If you sign this consent before you have exhausted your administrative gppeal nghts, you may
losa your rights to a declaratory judgement under section 7428.

(Sgnature instructions on Back)

Name of QOrganization:

e

Signature and Title Date

Signature anc Title Date

Form 6018-C.G. (Rev. 8-83)




